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This  month's  issue  of  the  Demand  and  price  Situation  con- 
sists mainly  of  brief  summaries  of  the  annual  outlook  reports 
for  demand  and  the  several  commodities f  issued  this  fall  by  the 
Bureau  of  Agricultural  Economics.    Additional  material  has  been 
added  in  most  cases  to  bring  the  monthly  situation  up  to  date. 


DOMESTIC  vmwp 

The  domestic  demand  for  farm  products  is  expected  to  be  considerably 
better  in  1939  than  in  1938,  as  a  result  of  an  increase  in  the  purchasing 
power  of  consumers  of  farm  products  in  the  United  States,  Larger  industrial 
production  will  be  reflected  in  increased  employment ,  expanded  factory  pay- 
rolls,  and  a  general  increase  in  the  national  income. 

Important  industries  in  favorable  position 

The  improvement  in  industrial  activity  is  expected  to  come  mainly 
»  from  a  higher  level  of  output  of  automobiles,  building,  steel,  textiles  and 

miscellaneous  consumers'   goods.    Prospects  for  each  of  these  lines  of  in- 
dustrial production  appear  to  be  more  favorable  than  they  were  a  year  ago* 

At  the  beginning  of  the  selling  season  for  1939-modol  automobiles  the 
situation  is  much  more  favorable  than  a  year  earlier •  Stocks  of  new  cars 
have  been  reduced  and  the  used  car  inventory  situation  also  is  greatiy  im- 
proved.    Changes  in  styling  are  more  pronounced,  there  iiavc  beci:  some  price 
reductions,  and  general  business  improvement  will  add  to  the  purchasing 
power  and  confidence  of  potential  buyers.  Reduced  output  in  1938  has  added 
to  the  number  of  potential  new  car  purchasers.     These  developments  make  the 
outlook  for  automobiles  in  1939  considerably  bettor  than  it  was  for  1938. 

Although  there  was  a  drop  in  total  building  activity  from  1937  to  1938» 
the  volume  of  residential  building  actually  increased  during  most  of  the 
year,  and  for  the  year  as  a  whole  was  larger  than  in  1937.  Building  intorcsts 
seem  to  be  devoting  much  more  attention  to  the  relatively  largo  market  for 
medium-  and  lower-priced  homes  than  in  other  recent  years.     These  and 
other  indications  point  to  a  continuance  of  the  pickup  in  residential  build- 
ing through  1939,  and  there  will  also  be  a  considerable  increase  in  public 
construction.     Even  with  non-resident ial  private  building  remaining  at  a 
low  level,  at  least  a  moderate  rise  in  the  total  vclu.ae  of  building  con- 
struction in  1939  over  1938  appears  probable. 

The  drastic  reduction  in  output  of  iron  and  steel  in  the  fall  of  1937 
and  the  first  half  of  1938  directly  contributed  more  than  any  other  single 
item  to  the  sharp  decline  in  industrial  production.  This  decrease  in  steel 
production  reflected  partly  the  reduced  output  of  finished  products  made 
from  steel,  but  also  in  considerable  degree  the  using  up  by  manufacturers 
of  their  inventories  of  steel  and  steel  parts.     For  example,  automobile 
manufacturers  wore  able  to  operate  for  practically  the  entire  1938-modcl 
year  without  making  significant  new  purchases  of  steel,  and  many  smaller 
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users  of  steel  were  in  somewhat  similar  positions.     In  view  of  the  great 
reduction  of  steel  inventories  which  must  have  taken  place  during  1937-38* 
the  prospects  for  increased  requirements  for  1939  automobiles,  the  general 
pickup  which  is  in  prospect  for  the  output  of  miscellaneous  steel  products, 
and  increased  requirements  for  building  construction  and  ship  building, 
the  average  rate  of  production  of  steel  in  1939  should  bo  considerably- 
higher  than  in  1938, 

During  most  of  1937  the  production  of  textiles,  like  that  of  many 
other  commodities,  appar3ntly  was  considerably  in  excess  of  current  con- 
sumption, leading  to  increases  in  inventories.    In  1938  the  contrary  has 
been  true.     In  the  first  9  months  of  this  year  textile  production  apparently 
was  considerably  less  than  wholesale  and  retail  sales,  and  in  the  early 
fall  stocks  outside  of  manufacturers'  hands  were  considerably  lower  than  at 
the  end  of  1937*     In  view  of  this  more  favorable  inventory  situation  and 
the  expected  improvement  in  consumer  incomes,  the  general  textile  production 
situation  should  be  materially  better  in  1939  than  in  1938  as  a  whole, 

A  number  of  other  miscellaneous  lines  of  consumers'  goods  also  are  ex- 
pected to  contribute  to  the  recovery  of  industrial  activity.     Sales  of  many 
products  to  consumers  during  the  rjecssion  have  boon  at  a  considerably 
greater  rate  than  manufacturers'   output,   and  some  reduction  in  inventories 
must  have  occurred.     In  some  lines  of  durable  consumers'   goods,  such  as 
electric  household  equipment  and  furniture,  sales  were  off  greatly  in  the 
first  half  of  1938,  but  are  picking  up  some  in  the  latter  half  of  the  year. 
Many  potential  consumers  have  been  paying  off  installments  on  articles  of 
this  kind  bought  previously,  and  thos    whose  incomes  have  not  been  serious- 
ly reduced  will  be  in  a  better  position  to  purchase  such  goods  on  credit 
in  1939  than  they  were  in  193&,     Taking  all  of  these  indications  into  account, 
it  seems  probable  that  the  output  of  miscellaneous  consumers' goods  will 
show  a  material  increase  in  1939  over  1938. 

There  are  a  number  of  industries,  however,   in  which  conditions  are 
not  as  favorable  as  in  those  discussed  above.    This  is  particularly  true  of 
those  industries  making  producers'  goods,  sometimes  called  capital  goods, 
or  products  which  are  used  for  the  expansion  and  rehabilitation  of  in- 
dustrial plants  and  equipment.     Expansion  or  contraction  of  producers'  goods 
depends  upon  the  prospects  for  business  profits,  the  availability  of 
investment  funds,  the  relation  between  the  capacity  and  prospective  output 
of  existing  facilities,  and  relative  costs  with  old  and  new  equipment. 
Relatively  unfavorable  conditions  exist  in  several  industries  which  in  the 
past  have  been  important  contributors  to  expansion  in  capital  goods, 
including  the  railroads  and  utilities.    Nevertheless,  the  latter  industries 
should  be  responsible  for  some  expansion  in  capital  expenditures  in  1939* 
The  relation  between  prospective  industrial  output  and  capacity  in  other 
lines  of  industry  is  not  such  as  to  lead  to  any  early  large  expansion  in 
new  industrial  construction,  although  lower  costs  with  new  equipment  may 
result  in  a  considerable  volume  of  replacements.     There  will  be  a  substantial 
increase  in  the  volume  of  public  construction. 

General  economic  conditions  favorable  to  recovery 

General  economic  conditions  in  the  United  States  are  favorable  to  the 
recovery  indicated  by  conditions  in  the  oarticular  industries  mentioned. 
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Increased  not  contributions  of  the  Federal  Government  tc  total  purchasing 
power  will  serve  as  an  important  stimulus  to  business  in  1939*  Bank  reserves 
and  deposits  have  been  built  up  to  high  levels  during  the  past  year,  as 
contrasted  with  the  drastic  credit  contraction  in  some  other  recessions.  An 
exception  to  the  generally  favorable  economic  situation  is  the  relative 
weakness  in  some  important  commodity  prices,  due  in  considerable  degree  tc 
unfavorable  supply  situations,  but  this  is  n~t  expected  to  offset  the  in- 
fluence of  other  conditions  contributing  to  recovery. 

Taking  into  account  these  general  economic  conditions,  as  well  as  the 
conditions  existing  in  the  more  important  individu?.l  industries,  it  appears 
that  only  the  development  of  new  factors  in  the  situation  can  prevent  the 
general  level  of  industrial  activity  ir.  1939  from  being  consider-  \>ly  higher 
than  in  1938.    However,  the  large  volume  of  advance  buying  and  the  enlarge- 
ment of  inventories  which  contributed  to  the  high  output  cf  consumers'  goods 
in  1936-37  is  not  likely  10  be  present  in  the  same  degree  in  1939t  CLivi  the 
producers'  goods  industries  cannot  be  expected  to  show  as  much  activity 
following  so  seen  after  a  severe  slump.     Hence,  the  improvement  in  1939  *s 
hardly  likely  to  carry  the  average  level  cf  industrial  activity  for  the  year 
back  to  the  high  level  which  prevailed  before  the  roceeeien.     The  absence  of 
excessive  speculative  elements  in  the  situation,  however,  should  contribute 
to  a  more  susto.ined  recovery  in  1939  than  in  seme  other  years  such  as  1933» 

Consumer  incomes  up  less  than  industrial  activity. 


Changes  in  national  income  tend  to  lag  slightly  behind,   and  to  be  less 
marked  then,  changes  in  industrial  activity.  If  those  relationships  continue 
to  prevail  in  this  recover,  the  indicated  improvement  in  business  activity 
might  be  expected  to  result  in  a  percentage  increase  in  national  income  from 
1938  to  1939  considerably  less  than  that  for  industrial  production.  The  pur- 
chasing poi/or  of  the  lower  income  groups  of  consumers,  ho\.evcr,  should  rise 
faster  than  total  income  as  a  result  of  increases  in  employment  and  hours 
per  worker. 

Foreign  Competition  and  Demand 

Foreign  conditions  which  influence  the  exports  and  prices  of  United 
States  farm  products  are  expected  to  be  somewhat  less  favorable  in  1939  than 
in  1933.    This  conclusion  is  based  upon  a  consideration  of:     (1)  general 
economic  conditions  and  purchasing  power  in  these  foreign  ccuntrljs  which 
take  the  greater  part  of  our  agricultural  expert  coacoditios j  (.'  ,  foreign 
production  and  supplies  of  commodities  competitive  with  :>ur  agricultural 
exports,  both  in  those  importing  countries  and  in  rther  foreign  producing 
countries;  and  (3)  foreign  barriers  to  trade  in  our  agricultural  export 
comm.-  di  ties. 

The  recession  in  economic  activity  which  has  been  under  way  sinco 
last  fall  in  those  important  foreign  industrial  countries  which  arc  still 
able  to  import  large  amounts  of  our  farm  products  appears  to  bo  leveling 
off,  although  some  further  decrcaso  may  occur.    Th^e  countries  probably 
will  show  some  improvement  before  the  end  of  1939  as  a  result  of  the 
anticipated  roccvery  in  the  United  States. 


The  decline  in  industrial  activity  in  the  United  Kingdom  scons  to  have 
been  halted.     The  index  cf  industrial  production  in  Canada  has  turned  up 
slightly  and  may  be  expected  to  continue  as  industrial  production  in  the 
United  States  rises.    The  outlook  for  industrial  activity  in  France  is 
cxtrcr.icly  uncertain.     Factors  tending  toward  a  further  industrial  decline  in 
this  group  of  countries,  which  aro  important  markets  for  f^ur  agricultural 
exports,  include  the  low  purchasing  power  of  the  raw- material  exporting 
countries,  the  continuation  of  military  operations  in  the  Orient,  and  the 
flight  of  capital  fron  western  Europe  to  the  United  States.  In  spite  of  these 
factors,  it  is  possible  that  the  anticipated  improvement  in  United  States 
economic  conditions,  through  its  influence  on  conditions  in  raw-material 
producing  countries,  will  reveise  %ho  downward  movement  during  the  coming  year. 

Imports  of  foreign  countries  have  become  less  dependent  than  former- 
ly on  general  internal  demand  ooiiditicns  because  of  the  greatly  increased 
control  being  exercised  over  all  economic  activity  by  most  foreign  govern- 
ments.   This  is  especially  true  in  Japan  and  Germany  whore  conditions  are 
now  under  practically  complete  Government  control.    The  ordinary  indications 
of  future  demand  aro  of  little  value  in  appraising  the  outlook  in  these 
countries.  Although  industrial  product  ..on  has  been  advancing,  consumer 
standards  of  living  have  not  risen  proportionately.    Final  consumption  of 
all  types  is  being  reduced  both  by  artificially  created  scarcity  and  by 
official  campaigns  identifying  frugal  living  with  patriotism.    The  limited 
exchange  available  for  raw  material  imports  is  being  rationed  as  between 
industries.    Regardless  of  cost,  purcfaascs  of  reouired  imports  are  made  as 
far  as  possible  in  countries  with  which  military  or  political  alliances  have 
been  formed  or  aro  sought.     Under  these  circumstances,  it  is  very  unlikely 
that  we  shall  be  o.blc  to  regain  during  the  coning  year  the  markets  which 
we  have  lost  in  these  countries. 

The  situation  in  regard  to  competitive  supplies  of  agricultural 
products  in  foreign  countries  this  year  is  less  favorable  than  last  year 
for  most  of  cur  export  commodities,  including  grains,  cotton,  and  tobacco. 
Large  foreign  crops  will  result  in  large  stocks  being  carried  ever  into 
the  next  season.     Fruit  is  a  conspicuous  exception,  so  far  as  the  first 
part  of  1939  is  concerned.     Frosts  throughout  most  of  Europe  this  spring 
resulted  in  a  very  small  fruit  crop  abroad, 

WHOLESALE  PRICES 

The  level  of  wholesale  prices  in  the  United  States  probably  will 
average  somewhat  higher  in  1939  than  in  1938.     Higher  prices  of  raw  materials 
aro  likely  to  more  than  offset  possible  lower  prices  of  some  manufactured 
goods,     A  slight  rise  in  prices  of  farm  products  as  a  whole  Clay  occur. 

Prices  of  all  major  groups  of  commodities  have  declined  12  percent 
sinco  September  1937»  to  77  percent  of  the  1926  average  in  early  November 
this  year*    trices  have  declined  most  .:r  farm  products,  foods,  hides 
and  leather,  and  textiles;  and  have  declined  least  for  fuel  and  lighting 
materials,  and  metals  and  metal  products* 
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Higher  prices  than  in  1933  ore  probable  for  raw  materials ,.  building 
materials,  clothing,  several  crops,  and  some  other  products.    The  decline  in 
prices  of  building  materials  in  the  last  year  appears  to  have  been  halted. 
Prospects  for  an  improvement  in  residential  building  and  increased  public 
works  construction,  along  with  reduced  inventories  and  anticipated  increases 
in  production  costs,  are  expected  to  result  in  some  increase  in  prices  of 
building  materials  in  the  coming  year. 

Lower  prices  seem  likely  in  the  coming  year  for  some  iron  and  steel 
products,  and  some  livestock  and  foods.    The  general  reduction  in  steel  prices 
in  193S  should  permit  lower  prices  of  some  finished  steel  and  iron  products. 
Prices  of  1939  model  automobiles  are  about  5  percent  lower  than  1933  models. 
The  sharp  curtailment  in  sales  of  farm  machinery  in  1933  following  the  marked 
increase  in  prices  since  1933  and  the  reduction  of  buying  power  of  farmers  in 
1933  have  led  to  reports  in  trade  circles  that  reductions  in  some  farm  machinery 
prices  are  probable.    Moreover,  smaller  tractors  and  combines  are  being  placed 
on  the  market  at  prices  much  below  those  that  have  recently  prevailed  for  larger 
sizes  of  these  machines.    Declines  in  prices  of  these  various  products,  however 
are  expected  to  be  more  than  offset  by  increases  in  prices  of  other  products 
and  to  result  in  a  somewhat  higher  level  of  wholesale  prices  in  1939  than  in 
1932. 

During  1933  the  value  of  the  dollar  has  risen  in  terms  of  th"  currencies 
of  France,  China,  Mexico,  several  South  American  countries,  and  more  recently 
in  relation  to  the  English  pound  and  certain  other  currencies.    The  decline  in 
the  value  of  theae  foreign  currencies  will  tend  to  increase  prices  of  our  pro- 
ducts to  foreign  irciporters  in  terms  of  their  moneys.    Further  depreciation  in 
foreign  currencies  would  tend  to  increase  foreign  wholesale  prices.  However, 
unless  there  is  a  pickup  in  foreign  industrial-  production  or  substantial  fur- 
ther declines  in  foreign  exchange  rates,  there  seems  little  likelihood  of  any 
general  increases  in  wholesale  prices  in  the  major  foreign  countries. 

The  general  level  .of  wholesale  prices  in  the  major  foreign  countries, 
like  the  trend  of  prices  in  the  United  States,  has  been  relatively  stable  in 
the  first  Q  months  of  1938.    The  combined  index  of  wholesale  prices  in  nine 
foreign  countries  that  have  a  considerable  influenco  on  the  foreign  demand 
for  our  farm  products  has  fluctuated  little  since  March  1937,  although  the 
trend  in  1933  has  been  slightly  downward,. 

Pri.ces  in  different  countries  have  shown  conflicting  tendencies  in 
1933.    T'desale  prices  in  England,  Canada,  Belgium,  Poland,  and  the  Nether- 
lands, have  been  gradually  weakening  since  January,  whereas  prices  in  France 
and  Japan  reached  their  1933  high  points  in  early  summer,  fluctuating  slightly 
thereafter.    Prices  in  Italy  and  Germany,  according  to  the  official  indexes, 
have  been  relatively  stable  in  193c. 

PRICES  RECEIVED  AMD  PAID  BY  FARMERS 

The  general  level  of  prices  received  by  farmers  in  the  United  States 
has  declined  sharply  from  the  high  point  reached  in  January  1937,  a3  a  result 
of  the  substantial  decrease  in  consumer  purchasing  power  and  increr  -es  in 
supplies  of  some  important  commodities.    The  index  of  farm  prices  c  clined  £7 
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points  in  1937  and  another  12  points  in  the  first  half  of  1938.    By  May  1938, 
this  index  was  down  to  92  percent  of  the  pre-war  level.    Although  all  groups 
of  farm  products  shared  in  this  downward  trend,  the  decline  was  nest  pronounced 
in  prices  of  crops,  especially  groins  and  cotton,  and  loss  pronounced  in  prices 
of  livestock  and  livestock  products.    In  the  coming  year  this  trend  is  likely 
to  be  reversed,  with  an  improvement  in  crop  prices  relative  to  livestock  prices. 
Higher  prices  for  3ome  crops  are  expect  d  to  more  than  offset  any  declines  that 
may  occur  for  livestock,  and  to  result  in  some  increase  in  the  general  level  of 
faro  prices  in  1939. 

By  October  the  general  level  of  farm  prices  had  risen  to  95  percent  of 
pre-war.    Market  prices  indicate  a  further  moderate  advance  in  raid-November, 
with  increases  in  prices  of  cotton ,  apples,  potatoes,  dairy  products  and  eggs 
more  than  offsetting  declines  in  prices  of  corn,  hogs,  and  some  other  products. 

Prices  paid  by  farmers  for  commodities  have  declined  13  p  d.nts  since 
June  1937,  to  121  percent  of  the  pre-war  level  in  October  193s*    Tho  greatest 
declines  have  occurred  in  prices  of  feeds  and  foods  —  the  two  most  important 
groups  of  commodities  purchased  by  f armors  —  end  in  soed  prices,    prices  of 
clothing,  building  materials,  furniture  and  furnishings  declined  moderately, 
whereas  prices  of  fertilizers,  equipment  and  supplies  were  practically  un- 
changed.   Those  of  farm  machinery  and  automobiles  increased.    These  prices  and 
prices  of  some  foods  may  be  lower  in  the  coming  year,  but  increases  from  present 
levels  are  likely  in  prices  of  building ^materials  and  some  clothing  items. 

The  ratio  of  prices  received  to  prices  paid  by  farmers  declined  a  little 
further  in  the  first  6  months  of  .1938,  after  a  sharp  decline  in  3-937.  Since 
June  some  recovery  has  occurred,  and  prices  received  by  farmers  are  likely  to 
increase  sufficiently  to  bring  about  some  further  increase  above  the  present 
level  in  the  ratio  of  prices  received  to  prices  paid. 

FARM  INCOME 

With  considerable  improvement  in  industrial  activity  and  national  income 
in  prospect,  it  is  probable  that  cash  income  from  farm  marketings  will  be 
appreciably  higher  in  1939  than  in  I93S.    Income  from  Government  payments  in 
1939  also  is  expected  to  exceed  that  in  1938. 

Farm  income  reduced  in  I938 

The  income  of  farmers  from  marketings  of  farm  products  and  from  Government 
payments  has  been  estimated  at  about  $7,500,000,000  for  the  calendar  year  1938, 
compared  with  $S, 600,000,000  for  1937.    This  1938  income  is  about  13  percent 
lower  than  that  of  1937  and  6  percent  smaller  than  in  1936.     But  it  is  higher 
than  in  any  year  between  1930  and  193 6. 

The  decline  in  income  fro-i  farm  marketings  in  1938  is  L.ore  pronounced  in 
the  case  of  crops  than  it  is  in  the  case  of  livestock  and  livestock  products. 
During  the  first  half  of  1938,  marketings  of  crops  were  somewhat  larger  than  a 
year  earlier,  but  this  was  more  than  offset  by  the  marked  decline  in  pi'ices.  And 
income  from  crops  during  the  period  was  20  percent  below  a  year  earlier.  Mar- 
ketings of  cotton  and  fruit  crops  daring  the  latter  half  of  the  year  v/ill  be 
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somewhat  smaller  than  in  1937,  but  marketings  of  wheat  and  other  grains  will  be 
larger.    Because  of  the  reduction  in  prospective  sales  of  many  crops  and  the 
marked  decline  in  prices,  farm  income  from  crops  is  expected  to  continue  some- 
what below  a  year  earlier  through  the  remainder  cf  1938  • 

Marketings  of  livestock  and  liver tock  products  in  1938  are  somewhat  larger 
than  in  1937  due  largely  to  the  increase  in  output  of  dairy  products  and  the  in- 
creased volume  of  hog  marketings.    While  prices  of  nearly  all  livestock  and  live-  . 
stock  products  are  somewhat  lower  than  a  year  earlier,  this  has  been  partly  off- 
sot  by  the  larger  volume  of  spJ.es. 

Improvement  in  1939  to  vary  by  commodities 

The  improvement  in  farm  income  in  1939  is  likely  to  bo  more  noticeable 
in  those  commodities  which  enter  most  directly  into  consumption.    Production  of 
livestock  and  livestock  products  is  expected  to  continue  upward  and  bo  larger  in 
1939  than  in  1933,  but  with  the  upward  trend  in  consumer  incomes  it  is  likely  that 
these  larger  supplies  will  result  in  more  farm  income  than  in  193  - •    Frait  and 
vegetable  crops  in  1939  rQay  also  be  larger  than  in  1938,  and  the  income  from  these 
products  should  bo  higher. 

Income  from  the  less  perishable  crops  which  can  be  carried  over  from  season 
to  season,  such  as  grains,  cotton,  and  tobacco  will  be  influenced  souk  what  by  the 
large  carry-overs  now  in  prospect  at  the  end  of  the  present  crop  marketing  season, 
which  may  prevent  the  improvement  in  industrial  activity  and  consumer  incomes  from 
being  fully  reflected  in  the  income  from  these  commodities. 

Net  income  from  farming 

The  moderate  decline  in  prices  of  commodities  and  services  used  in  produc-  \ 
tion  together  with  some  curtailment  in  purchases,  has  enabled  farmers  to  reduce 
their  total  farm  production  expenses  slightly  in  1933.     But  the  decline  in  farmers' 
expenditures  for  farm  production  from  1937  to  1938  has  probably  been  much  less 
pronounced  than  the  decline  in  farm  income,  and  net  cash  income  available  to  farm 
operators  after  deducting  production  expenses  is  considerably  lower  in  1933  than 
in  1937 •    In  1939,  however,  it  is  likely  that  the  increase  in  total  cash  income 
from  farm  marketings  and  from  Government  payments  will  be  accompanied  by  little 
change  in  farm  production  expenses  from  those  of  1933,  and  the  net  cash  income  of  j 
farm  operators  will  probably  be  materially  higher  in  1939* 

COTTON 

Domestic  cotton  prices  strengthened  somewhat  during  the  k  woeks  ended 
Novemter  12,  with  Middling  7/S  inch  cotton  in  the  10  designated  markets  averaging  J 
3.67  cents  during  the  week  of  November  12  compared  vith  8-1/2  c-nts  for  the  week 
ended  October  15.    Within  the  past  2  weeks  domestic  prices  reached  new  highs  for 
the  current  Soason  and  were  slightly  higher  than  the  average  price  for  the  1937-3^ 
season.    The  recent  strengthening  of  domestic  prices  is  apparently  due,  at  least 
in  part,  to  the  further  increase  in  Government-financed  3tocks  and  the  improved  I 
sentiment  "ith  respect  to  the  outlook  for  general  business  conditions. 
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Despite  a  sharp  (23  percent)  decline  in  the  estimated  world  production  of 
commercial  cotton  below  that  of  the  previ  »us  season,  the  total  world  supply  of 
cotton  for  the  1933-39  season  of  approximately  51-1/3  million  bales  as  now 
estimated  is  slightly  larger  than  the  previous  record  supply  of  1937-3^* 
sharp  reduction  in  the  United  Stages  crop  -nd  some  decline  in  foreign  production 
ihave  not  boon  enough  to  offset  the  9-3/*+  million-bale  increase  in  the  world  carry- 
over of  cotton  last  season. 

While  the  estimated  supplies  of  American  and  foreign  grown  cottons  for  the 
present  stason  are  approximately  ^qual,  the  total  supply  of  each  is  slightly  larger 
than  that  of  the  previous  see  ion  raid  much  larger  than  the  average  for  the  past  10 
years.    The  present  season  makes  the  sixth  consecutive  year  in  which  the  world 
supply  of  foreign  cotton  hv'-s  reached  a  new  record  high.    As  now  estimated,  it  is 
ho  percent  above  the  10-year  average  and  two-thirds  larger  than  in  1932-33*  The 
supply  of  American  cotton  for  the  present  season,  although  slightly  less  than  the 
record  supply  of  1932-33,  is  nearly  one-fifth  larger  than  the  10-year  average. 
However,  with  approximately  9,271,000  bales  of  the  indicated  supply  of  American 
cotton  being  held  as  collateral  against  Government  loans  on  November  10,  the 
193^-39  supply  of  so-called  !rfree"  American  cotton  is  considerably  smaller  than 
in  the  preceding  season  and  much  smaller  than  the  10-year  average. 

Although  cotton  consumption  in  the  United  States  during  the  12  months  ended 
July  1939  will  show  a  substantial  increase  over  that  of  the  previous  season,  less 
favorable  consumption  prospects  in  foreign  countries  make  it  seem  likely  that  the 
total  world  consumption  of  cotton  in  19^3-39  is  not  likely  to  materially  exceed 
the  26. h  million  bales  consumed  last  season  and  may  be  considerably  smaller.  A 
somewhat  similar  situation  is  expected  with  respect  to  the  world  consumption  of 
American  cotton. 

In  view  of  the  outlook  for  cotton  consumption  and  present  estimates  of 
production,  indications  arc  that  the  world  carry-over  of  American  and  foreign 
cottons  on  August  1,  1939,  will  exceed  the  record  high  carry-overs  as  of  August 
1  this  year.     A  1939  cotton  acreage  in  the  United  States  about  the  same  as  that 
of  193S,  with  average  yields,  would  about  offset  the  prospective  increase  in  the 
world  carry-over  of  American  cotton.    Foreign  acreage  and  production  in  1939-^-0 
may  be  further  reduced  and  also  about  offset  the  prospective  increase  in  carry- 
over of  foreign  cotton. 

WHEAT 

A  material  reduction  in  the  United  States  wheat  acreage  seeded  for 
harvest  in  1939  is  expected  as  a  r-csult  of  the  adjustment  program  and  thp. 
prevailing  low  prices  resulting  from  the  record  production  in  193S. 

The  acreage  allotted  for  seeding  for  the  1939  wheat  crop  (under  the 
Agricultural  Adjustment  Act  of  193S)  is  55  million  acres.    This  compares  with 
the  1923-32  average  seedings  of  67  million  acres,  and  SI  million  acres  seeded 
for  the  I933  crop.    The  extent  of  the  participation  by  farmers  in  the  acreage 
adjustment  program  is  uncertain.    If  total  -..heat  seedings  are  reduced  to  55 
million  acres,  and  average  yields  per  seeded  acre  art.  obtained,  production  would 
amount  to  about  660  million  bushels.    This  would  be  less  than  the  average 
domestic  disappearance  of  about  630  million  bushels,  and  would  result  in  some 
reduction  in  carry-over  at  the  close  of  the  1939-Uc  marketing  year. 
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If  seedings  for  1939  exceed  the  allotment  of  55  million  acres  to  any 
considerable  extent,  and  average  yields  are  obtained,  an  increase  in  the  al- 
ready large  United  "tates  carry-over  appears  unavoi&a'ble.    This  ass.-aes  annual 
exports  of  ahout  100  million  "bushels.    Moreover,  the  wheat  acreage  in  the  rest 
of  the  world  is  not  likely  to  he  decreased,  and  even  with  a  reduction  to  55 
million  acres  in  the  United  States,  average  yields  would  produce  a  world  crop 
nearly  equal  to  the  annual  world  consumption* 

Unless  there  should  he  a  greater  improvement  in  economic  conditions  or 
in  the  general  price  level  than  is  at  present  indicated,  domestic  wheat  prices 
in  1939-^0  are  expected  to  continue  relatively  low. 

^orld  wheat  production  for  1938-39  i-s  now  estimated  at  U,365iOOO,000 
"bushels,  which  is  ahout  10  million  bushels  less  than  the  estimate  of  a  month 
age  hut  about  520  million  bushels  more  than  the  1937-33  harvest.     ^ith  world 
stocks  on  July  1  estimated  at  595  million  "bushels,  which  is  ahout  75  million 
bushels  more  than  a  year  earlier,  total  supplies  are  about  k, 960, 000,000 
"bushels,  or  595  million  greater  than  a  year  ago.     (These  estimates  exclude 
Soviet  Russia  and  China.) 

Current  wheat  prices  in  the  United  States,     while  somewhat  weaker  th'xn 
in  mid-Octoher ,  did  not  decline  as  much  as  prices  at  Liverpool,  largely  as  a 
result  of  United  States  Government  purchases,  dryness  in  the  winter  wheat  belt, 
and  further  improvement  in  domestic  business  conditions.     Liverpool  prices 
weakened  as  the  result  of  heavy  offerings  and  continued  favorable  Argentine  crop 
prospects,  which  more  than  offset  poorer  prospects  in  Australia.     Wheat  prices 
are  expected  to  continue  to  depend  largely  uoon  changes  in  crop  prospects  in 
Argentina  and  Australia,  progress  of  the  United  States  winter  wheat  crop,  and 
general  "business  conditions. 

RIGS 

Supplies  of  United  States  rice  for  the  193S-39  season  prohahly  will 
exceed  last  year's  record  supplies  and  again  provide  a  large  surplus  over  pros- 
pective domestic  needs,  probaole  shipments  to  insular  possessions  and  exports. 
Good  yields  on  the  large  southern  acreage  resulted  in  a  near  record  crop  in  the 
Southern  Rice  Area.     California  -production  was  the  largest  on  record,  and  with 
a  large  carry-over  of  old  rice  lQ3S-39  United  States  supplies  will  exceed 
those  of  any  other  year. 

Demand  for  United  States  rice  during  l?33-39  will  not  likelv  equal  that 
of  1937-38.     Domestic  consumption  prohahly  will  not  differ  greatly  from  that 
of  the  previous  season  unless  "purchases  hy  governmental  agencies  are  materially 
increased.    There  are  no  indications  that  shipments  to  insular  possessions  will 
exceed  the  relatively  large  movement  of  1937-3?.    Exports  will  prohahly  drop 
"below  those  of  the  previous  season  since  about  two-thirds  of  the  1937-38  ex- 
ports went  to  Cuba  under  special  tariff  concessions  which  are  not  in  effect 
this  season.     Sompet ition  from  Brazilian  and  Asiatic  rices  is  likely  tc  he 
keener  in  Cuba  and  other  foreign  markets  as  a  result  of  increased  supplies  of 
foreign  rice  and  war-disrupted  trade  in  the  Orient. 
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With  somewhat  smaller  total  utilization  of  American  rice  indicated  for 

1938-  39 >  heavy  stocks  will  again  probably  remain  for  carry-over  into  the 

1939-  ^0  season.    The  large  supplies  in  relation  to  prospective  demand  "brought 
about  a  materially  lower  level  of  prices  for  the  1933  crop.    And,  unless  modi- 
fied "by  a  smaller  production  in  1939  >  the  low  oricos  will  likely  continue  into 
the  next  crop  year. 

Prices  received  by  Southern  producers  for  rice  have  strengthened  some- 
what sinco  the  low  September  level.     Prices  in  California,  on  the  other  hand, 
have  declined  with  the  harvesting  of  the  1938  crop.     On  October  15  the  average 
price  received  for  rice  in  Louisiana  was  6l  cents  per  bushel  compared  with  66 
cents  on  that  date  last  year,  and  the  average  price  in  California  was  5^  cents 
compared  with  63  cents  a  year  earlier.    Prospects  for  the  1938  crop  were 
practically  unchanged  during  October.    The  November  1  estimate  of  production  was 
53.9  million  bushels,  Dr  slightl;;  larger  than  last  year's  crop  and  more  than 
11  million  bushels  above  the  1927-3^  average.     Exports  of  rice  during  August 
and  September  totaled  about  52  million  pounds,  which,  with  the  exception  of 
last  year,  was  the  largest  for  these  months  in  more  than  15  years.  Shipments 
to  insular  possessions  totaled  about  2~J  million  pounds  compared  with  33  million 
last  year. 

C02N  AND  EEED  3BAINS 

As  a  result  of  an  unusually  favorable  growing  season  throughout  the 
greater  part  of  the  country  and  an  unusually  large  supply  of  feed  grains  and 
hay  carried  over  from  last  year,  the  total  supply  of  all  feeds  will  again 
be  large  for  the  winter  and  spring  feeding  season. 

After  taking  into  account  the  disappearance  of  oats  and  barley  during 
the  3  months  July-September,  1938 »  the  supply  of  corn,  oats,  barley  and  grain 
sorghums  on  farms  October  1  was  estimated  at  about  101  million  tons,  compared 
with  97  million  tons  on  October  1  last  year.     This  was  the  largest  October  1 
supply  since  1932.     The  total  hay  supply  for  1938-39  is  the  largest  since  1927 . 
The  number  of  grain  consuming  animal  units  on  January  1,  1939 >   is  expected 
to  be  about  8  percent  below. the  average  for  the  years  1928-32.     The  supply  of 
feed  grains  per  animal  unit,  therefore,  will  again  be  well  above  average,  and 
about  the  same  as  last  year.    The  supply  of  hay  per  animal  unit  will  be  the 
second  largest  in  30  years.     Large  supplies  and  relatively  low  -orices  of  feed 
grains  are  expected  to  encourage  continued  liberal  feeding  of  livestock,  and 
further  increases  in  the  production  of  all  kinds  of  meat  animals  -  especially 
of  hogs  and  fat  cattle  -  and  of  dairy  and  ooultry  -oroducts.     frith  a  larger 
livestock  population,  utilization  of  feed  grains  will  be  somewhat  greater  in 
193S-39  than  in  1937-38,  which  will  probably  more  than  offset  the  larger  sup- 
plies.    Carry-overs  into  the  I93Q-.UO  marketing  year,  however,  are  exoected  to 
be  large,  though  perhaps  somewhat  smaller  than  they  were  this  year. 

The  general  level  of  feed  grain  prices  in  the  present  marketing  year 
may  average  somewhat  below  that  of  1937-38.     While  the  effects  of  the  loan 
rate  on  corn  and  the  exoected  improvement  in  the  business  situation  may  cause 
feed  grain  prices  to  advance  from  the  present  low  level,  these  advances  will 
probably  be  insufficient  to  "bring  the  yearly  average  of  all  feed  grain  prices 
up  to  the  average  for  1937-38.    Livestock  feed  price  ratios  may  be  exoected  to 
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continue  favorable  for  livestock  producers,  at  least  until  the  approach  of  the 
1939  harvesting  season,  and  perhaps  longer,  if  feed  grain  production  is  again 
near  average  in  1939 • 

The  preliminary  estimate  of  the  1938  corn  crop,  released  November  10, 
■was  2,^81, COO, OOG  bushels,  which  is  abo-rc  the  normal  domestic  consumption  and 
exports  as  designated  by  the  1938  *~gri  cultural  Adjustment  Act,     The  loan  rate 
was  announced  to  be  57  ocnts  per  bushel  to  eligible  producers  in  the  commercial 
corn  producing  area.     The  loan  rate  for  eligible  producers  in  the  non-commercial 
producing  area  is  1+3  cents  per  bushel.     Cash  prices  of  corn,  oats,  and  barley 
all  declined  slightly  from  October  15  to  early  November. 

HOGS 

^laughter  supplies  of  hogs  in  the  1933-33  marketing  year,  which  began 
October  1,  will  be  materially  larger  than  in  1937-38.     Slaughter  will  be  larger 
than  in  any  year  since  1933~3^»  but  will  be  approximately  15  percent  smaller 
than  the  average  of  the  10  years  prior  to  the  193^  drought.    Average  weights 
of  hogs  marketed  will  continue  relatively  heavy. 

Domestic  demand  for  hog  products,  including  both  consumer  and  storage 
demand,  probahly  will  be  more  favorable  than  in  1937-38;  also,  the  foreign  de- 
mand for  hog  products  may  "be  a  little  stronger.    But  the  effects  of  the  stronger 
demand  upon  hog  prices  probably  will  only  partially  offset  the  effects  of  the 
larger  supplies.     The  spread  between  prices  of  light  and  heavy  hogs  may  be 
relatively  wide  in  the  coming  winter,  a*s  it  was  a  year  earlier. 

The  1938  pig  crop  -  spring  and  fall  crops  combined    -  is  ab  it  12  percent 
larger  than  that  of  1937.    *ith  feed  supplies  for  1938-39  large  in  relation  to 
livestock  numbers  and  the  hog-corn  price  ratio  continuing  high,  a  further  in- 
crease is  expected  in  the  number  of  pigs  raised  in  1939..  But  the  increase  in 
the  pig  crop  next  year  will  be  limited  to  some  extent  "by  the  fact  that  the  corn 
crop  is  again  short  in  Nebraska,  Kansas  and  South  Eakota,     If  the  corn  crop 
next  year  is  about  as  large  as  in  the  present  year  and  a  good  crop  is  harvested 
in  the  Western  Com  Belt,  the  number  of  pigs  raised  in  I9U0  may  increase  to  the 
pre— drought  level. 

Hog  prices,  after  strengthening  in  September,  declined  'uring  the  first 
3  weeks  of  October,  hut  recovered  nart  of  this  decline  late  in  the  month.  For 
the  week  ended  November  5,  the  average  price  cf  hogs  at  Chicago  was  about  $7.75 
per  100  pounds,  approximately  55  cents  lower  than  a  month  earlier  and  about 
$1,60  lower  than  a  year  earlier.     Inspected  hog  slaughter  in  October,  totaling 
3,311,000  head,  was  2H  percent, larger  than  in  September  and  22  percent  larger 
than  in  October  1937,  but  was  somewhat  smaller  than  the  average  slaughter  for 
Octoher  in  the  5  years  1925-33.    The  average  weight  01  hogs  slaughtered  at 
seven  markets  in  October  this  year  was  22*+  pounds,  10  pounds  lighter  than  a 
year  earlier. 
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BEEF  CATTLE 


Total  slaughter  of  both  cattle  and  calves  in  1939  is  expected  to  be  smaller 
than  in  1938.    The  reduction  will  be  mostly  in  calves  and  breeding  stock.  Steer 
slaughter  probably  will  show  little  change. 

In  view  of  the  large  supplies  end  relatively  low  prices  of  feed,  some  in- 
crease in  cattle  feeding  is  anticipated.    The  relatively  strong  demand  for  cattle 
for  restocking  and  herd  expansion,  and  the  smaller  number  of  feeder  animals 
generally  available,  will  tend,  however,  to  prevent  any  large  increase  in  the 
number  of  cattle  fed.    Aver? 'e  weights  of  cattle  slaughtered  in  1939  are  ex- 
pected to  be  heavier  and  the  general  finish  higher  than  in  the  present  year,  but 
total  beef  supplies  for  consu  option  probably  will  be  somewhat  smaller. 

With  industrial  activity  and  consumer  buying  power  increasing,  the  demand 
for  meats  in  1939  is  expected  to  be  somewhat  stronger  than  in  1938.    This  im- 
provement in  consumer  demand  and  the  reduction  in  cattle  slaughter  will  be  price 
strengthening  factors.    On  the  other  hand,  larger  supplies  of  hogs  will  be  a 
price-depressing  factcr0    With  somewhat  larger  market  supplies  of  grain-fed 
cattle  in  1939  thr.n  in  1933,  and  smaller  marketings  of  cows  and  heifers,  the 
spread  between  prices  of  the  upper  and  1c  ~r  grades  of  slaughter  cattle  probably 
will  be  relatively  narrow.    Prices  of  slaughter  cows,  particularly,  are  likely 
to  be  maintained  at  a  fairly  high  level  relative  to  prices  of  other  kinds  of 
slaughter  cattle. 

Cattle  numbers  at  the  beginning  of  1939  probably  will  be  slightly  larger 
than  a  year  earlier.    This  increase  is  e*xpected  to  be  the  first  phase  of  a  new 
cattle  production  cycle  which,  barring  the  recurrence  cf  serious  droughts,  is 
expected  to  continue  for  several  years. 

Although  October  cattle  slaughter  usually  is  the  largest  for  all  months, 
the  number  cf  cattle  slaughtered  under  Federal  inspection  in  October  this  year, 
totaling  884,000  head,  was  4  percent  smaller  than  in  September  and  8  percent 
smaller  than  in  October  1937.    But  for  the  first  10  months  of  1938  inspected 
cattle  slaughter  totaled  only  2  percent  less  than  a  year  earlier.    Prices  of  the 
better  grades  of  slaughter  cattle  in  October  and  early  November  were  well  main- 
tained near  the  seasonally  high  levels  reached  in  the  early  fall.    And  prices 
of  the  lower  grades,  which  declined  seasonally  from  mid- July  to  early  October, 
showed  a  tendency  to  strengthen  in  late  October  and  early  November.    Prices  of 
all  grades  of  slaughter  steers  in  early  November  were  still  considerably  below 
those  of  the  corresponding  period  in  1937.    Prices  of  slaughter  cows,  however, 
averaged  about  as  high  as  a  year  earlier. 

LAMBS 

The  long-time  outlook  is  for  the  trend  in  sheep  numbers  in  the  United 
States  to  be  upward  during  the  next  few  years.    This  probable  expansion  is  likely 
to  be  reflected  in  increased  production  of  wool.    But  the  size  of  the  lamb  crop 
is  affected  to  a  considerable  extent  by  feed  supplies  and  weather  conditions 
during  the  lambing  season.    Last  spring  vc  ..her  and  feed  conditions  in  all  of 
It he  principal  lambing  areas  were  unusually  favorable.    And  the  1938  lamb  crop  may 
not  be  equalled  for    several  years,  even  though  sheep  numbers  increase. 
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This  year's  lamb  crop  was  5  percent  larger  than  that  of  1937  an(i  was  f 
the  largest  on  record.    This  increase  in  the  number  of  lambs  produced  already 
has  been  reflected  in  larger  marketings  of  lambs  in  the  present  marketing  year. 
Marketings  during  the  remainder  of  the  year,  to  May  1,  1939 »  will  depend  partly 
upon  the  number  of  lambs  fed  this  fall  and  winter  and  also  upon  the  number  of 
193S  lambs  carried  over  for  marketing  in  the  late  spring  and  summer  of  next  year. 

Some  improvement  in  consumer  demand  for  meats  and  in  wool  prices  is 
expected  during  the  coming  year.     The  change  from  a  year  earlier  in  the  total 
supply  of  sheep  and  lambs  for  the  1938-39  fed-lamb  marketing  season  (December- 
April)  is  still  uncertain,  but  it  does  not  seem  probable  that  any  increase  in 
supplies  that  may  occur  would  be  sufficiently  large  to  offset  the  effects  of  the 
improvement  in  demand.     Consequently,  prices  of  fed  lambs  in  the  coming  market- 
ing season  may  average  higher  than  a  year  earlier. 

Prices  of  slaughter  lambs,  after  declining  seasonally  during  the  summer 
months,  advanced  slightly  in  late  September  and  early  October  and  fairly  sharply 
in  late  Oe'sober  and  early  November,     For  the  week  ended  November  5»  prices  of 
good  and  choice  slaughter  lambs  at  Chicago  averaged  about  $8.60  per  100  pounds, 
nearly  50  cents  higher  than  a  month  earlier,  although  still  about  $1.50  lower 
than  a  year  Garlic; .    Prices  of  slaughter  lambs  declined  sharply  from  November 
through  January  last  year,  contrary  to  the  usual  seasonal  trend. 

Receipts  of  sheep  and  lambs  continued  seasonally  large  through  mid-Octobe: 
this  year,  but  dropped  sharply  later  in  the  month.  Inspected  slaughter  of  sheep 
and  lambs  in  October,  totaling  1,638,000  head,  was  3  percent  smaller  than  a  moni) 
earlier,  but  was  7  percent  larger  than  in  October  1937 • 
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Domestic  mill  consumption  of  wool  has  increased  considerably  from  the 
low  level  of  last  spring  and  domestic  wool  prices  have  risen  moderately  since 
June.     In  the  first  half  of  I938  the  spread  between  domestic  and  foreign  prices 
was  considerably  less  than  the  tariff  and  imports  of  wool  into  the  United  States 
were  very  small.    But  with  the  recent  rise  in  domestic  prices  the  spread  has 
widened  and  is  now  not  much  less  than  the  tariff . 

With  stocks  of  manufactured  goods  remaining  relatively  small  and  with 
prospects  for  an  improvement  in  consumer  demand  next  year,  mill  consumption 
of  wjol  in  1939  may  exceed  that  of  I938.     This  would  be  a  supporting  in- 
fluence to  domestic  wqol  prices.    But  unless  there  is  seme  rise  in  foreign 
prices,  advances  in  domestic  prices  of  wool  in  the  coming  year  will  be 
limited. 

Stocks  of  wool  in  the  United  States  are  larger  than  a  year  earlier. 
During  the  remaining  months  of  the  1938  domestic  marketing  season  (to  April  1, 
^-939)»  Bill  consumption  cf  wool  is  likely  to  be  considerably  larger  than  in 
the  3ame  months  last  year.     If  imports  remain  small,  as  nov/  appears  likely, 
such  an  increase  in  consumption  probably  will  result  in  smaller  stocks  of 
wool  in  the  United  States  on  April  1,  1939,  than  at  the  beginning  of  the 
current  year . 
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Stocks  of  wool  in  most  fcreigr.  countries  except  Japan  apparently  are 
somewhat  larger  than  a  year  earlier.    Supplies  of  wool  from  the  Southern 
Hemisphere  in  193S-39  are  expected  to  he  slightly  larger  than  those  of  1937-38 
but  about  the  same  as  average  supplies  for  the  5  years  1932-33  to  1936-37*  A 
prospective  decline  in  wool  production  in  the  Southern  Hemisphere  in  193^-39 
is  more  than  offset  by  the  larger  carry-over  into  the  current  season. 

The  weekly  rate  cf  r.ill  consumption  of  apparel  wool  in  the  United 
States  in  September  was  15  percent  lower  than  in  August,  but  with  the  ex- 
ception of  August  was  higher  than  in  any  other  month  since  August  1937*  Con- 
sumption on  a  grease  basij  in  the  first  9  months  of  193^  was  27  percent  smaller 
than  in  the  same  months  la*  t  year. 

Increased  trading  in  the  -3oston  wool  market  in  October  was  accompanied 
by  price  advances  of  1  to  2  cents  per  grease  pound  cn  most  grades  of  wool. 
Average  prices  for  combing  territory  wools  at  Boston  in  October  were  about  10 
percent  absve  the  low  point  in  Juno,  but  were  about  25  percent  lower  than  a 
year  earlier. 

Wool  prices  advanced  in  Southern  Hemisphere  selling  centers  in  October. 

PUTTER 

Butter  prices  have  continued  stable,  mainly  because  of  the  operations  of 
the  Dairy  Products  Marketing  Association  and  the  Federal  Surplus  Commodities 
Corporation.     There  is  usually  a  marked  seasonal  rise  in  prices  from  late 
summer  to  early  December.    Up  to  mid-November  of  this  year  there  had  been  no 
rise  in  prices.    The  improvement  in  the  market  situation  has  resulted  in  less 
need  for  price  support,  and  a  marked  decline  in  the  volume  of  purchases  by 
governmental  agencies  has  occurred. 

Butter  production  in  September  was  If  percent  larger  than  a  year  earlier 
and  k  percent  above  the  preceding  peak  for  the  month.  Production  will  probably 
continue  relatively  large  during  the  winter  months. 

In  contrast  with  the  marked  increase  in  production,  apparent  consumption 
of  butter  in  September  was  2  percent  less  than  a  year  earlier.     If  the  butter 
distributed  for  relief  is  deducted  the  trade  output  through  regular  commercial 
channels  in  September  was  k  percent  less  than  in  September  1937 .    This  change 
in  trade  output,  together  with  the  19  percent  decline  in  retail  prices  of 
butter,  indicate  that  consumer  expenditures  for  butter  in  September  were  23 
percent  less  than  a  year  earlier  and  the  lowest  for  the  month  since  193*4-.  It 
is  probable  that  consumer  expenditures  for  butter  during  the  remainder  of  193^ 
will  continue  decidedly  less  than  in  1937 . 

The  Federal  Surplus  Commodities  Corporation  has  been  authorized  to 
purchase  90  million  pounds  of  butter  for  relief  distribution  during  the  year 
ending  June  30,  I939.    Up  to  November  5,  about  12,700,000  pounds  had  been 
purchased  on  the  open  market  and  about  11,300,000  pounds  had  been  purchased 
from  the  Dairy  Products  Marketing  Association,  making  a  total  of  about 
2^,500,000  pounds  acquired  under  this  authorization. 

Stocks  of  butter  are  high  and  the  outlook  is  for  relatively  large  pro- 
duction.   Thus,  total  supplies  for  the  coming  winter  will  be  decidedly  above 
average . 
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POULTRY  AND  EGGS 

The  poultry,  egg,  and  turkey  outlook  fir  1933  includes  the  following 
prospects : 

The  feed-egg  ratio  is  expectei  t;.  remain  at  relatively  favorable  levels, 
from  the  poultry  producer's  viewpoint,  at  least  until  prosoects  for  1939  feed 
crocs  are  fairly  definite.    Hatchings  during  1939 »  therefore,  may  he  still 
larger  than  the  relatively  large  hatch  of  193^ >  a;i(*  probably  as  large  as  in 
any  former  year. 

Poultry  marketings  in  1939  ar0  likely  to  exceed  those  cf  193S  this  year  - 
during  the  first  half  because  of  the  heavy  I938  hatch  (marketings  at  New  York 
for  October  were  one-fifth  larger  than  the  Jctober  1925~3^  a\Terage);  and  during 
the  last  half  because  of  the  expected  further  increase  in  the  1939  hatch. 

Production  of  broilers  this  fall  and  winter  probably  will  be  heavier  thaii 
during  the  past  season.    Por  this  reason  the  situation  is  likely  to  be  less 
favorable  to  producers. 

Poultry  storage  stocks  in  early  1939  will  be  larger  than  in  193^»  an<* 
the  into-storage  movement  of  poultry  in  late  1939  is  exoected  to  exceed  that 
of  I938  because  of  the  heavier  marketings.  Present  into-storage  movement  is 
larger  than  usual. 

Turkey  production  during  I93S  Is  to  be  estimated  slightly  greater  than  in 
1937*     The  turkey  situation  this  fall,  however,  probably  will  be  about  as 
favorable  to  producers  as  in  1937*     This  will  probably  mean  a  further  increase 
in  turkey  production  next  year.     The  farm  price  in  October  was  approximately  the 
same  as  that  for  October  last  year. 

The  chicken  marketing  situation  apparently  will  be  less  favorable  this 
fall  than  last  year,  "because  of  the  larger  marketings.    By  the  spring  of  1939 
advances  in  consumer  incomes  will  help  to  offset  the  effect  of  the  expected 
larger  marketings.     The  situation  in  the  fall  cf  1939,  with  the  expected  heavier 
marketings,  will  depend  largely  on  the  level  of  consumer  demand. 

Laying  flock  size  in  1939  is  expected  to  be  about  1C  percent  larger  than 
during  I938;  on  November  1,  laying  hens  in  farm  flocks  was  5  percent  larger  than 
on  the  same  date  last  year.     Total  egg  production  evidently  will  be  greater  than 
in  1932  because  of  increasing  numbers  of  layers  and  a  favorable  feed-egg  ratio. 
Egg  marketings  in  1939,  therefore,  probably  will  be  heavier  than  in  193^.  ESS 
storage  stocks  accumulated  during  1939  aoparently  will  be  larger  than  in  193^* 

The  egg  situation  probably  will  remain  favorable  tc  producers  for  the 
remainder  of  I938  because  of  the  present  low  storage  holdings  and  rising  con- 
sumer incomes.    During  the  first  half  of  1939  the  egg  situation  also  is  expected 
to  remain  favorable  to  producers  because  of  the  feed  situation  and  the  effects 
on  storage  operations  of  favorable  outcome  of  the  I538  storage  deal.    The  situa- 
tion for  the  last  half  of  1939  is  likely  to  be  less  favorable  than  in  193^*  f 

The  less  than  usual  advance  in  egg  prices  for  October  ovc:   Seotember  of 
this  year  may  be  attributed  partly  to  increased  marketings  and  decreased  con- 
sumption because  of  mild  weather. 
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FRUIT 

The  average  production  of  all  fruits  during  the  next  5  years  (1939-43) 
probably  will  be  larger  than  the  average  for  the  past  5  years  (1934-38). 

Significant  increases  are  expected  in  the  production  of  citrus  -  grape- 
fruit ,  oranges,  and  lemons.    More  moderate  increases  are  in  prospect  for  pears, 
peaches,  and  plums  and  prunf 3.    The  beting  acreage  of  grapes  is  sufficient 
to  at  least  maintain  production  on  the  present  high  level.    The  trand  of  apple 
production  probably  will  be  downward  at  a  moderate  rate.    Material  changes  in 
the  production  trends  of  other  fruits  are  not  expected. 

Total  volume  of  production  during  the  past  five  seasons,  1934-38,  was 
about  one-third  larger  than  that  of  the  5-year  period  1919-23.    The  larger 
part  of  this  increase  occurred  in  the  years  between  1919  and  1928.    The  trend 
during  the  past  decade  has  been  moderately  upward.    During  this  period  downward 
trends  in  apple  and  peach  production  have  been  more  than  offset  by  increases 
in  grapefruit,  oranges,  lemons,  plums  and  prunes,  peers,  apricots  and  cherries. 

Variations  in  prices  received  by  producers  for  all  fruits  combined  are 
associated  rather  closely  with  variations  in  the  two  factors,  production  and 
consumer  income.    During  the  decade  prior  to  1930,  variations  in  consumer  im- 
come  were  relatively  minor,  and  most  of  the  variation  in  fruit  prices  in  this 
period  was  caused  by  the  rather  marked  changes  from  year  to  year  in  fruit 
supplies.    Since  1950,  however,  there  have  been  large  changes  from  year  to 
lyear  in  consumer  income,  and  it  appears  that  the  influence  of  this  factor 
:on  fruit  prices  in  recent  years  has  been  of  even  more  importance  than 
variation  in  supplies  of  fruit.    These  two  factors  will  continue  to  be  of 
primary  importance  in  causing  changes  from  season  to  season  in  fruit  prices, 
their  relative  importance  during  the  next  few  years  depending  upon  the 
amount  of  variation  in  each. 

Increasing  competition  for  United  States  fruits  may  be  expected  in 
:foreign  markets  during  the  next  5  years.    This  appears  probable  because  the 
trend  of  fruit  production  is  upward  in  most  countries.    Many  European  import- 
ing countries  are  taking  steps  to  insure  larger  production  of  deciduous  fruits 
and  to  improve  the  quality  of  the  crops.    While  some  modification  and  reduction 
of  trade  barriers  has  been  achieved  through  trade  agreements  concluded  within 
the  last  3  or  4  years,  there  are  as  yet  no  agreements  in  effect  with  many 
of  the  countries  providing  the  largest  export  outlet  for  our  fruit. 

POTATOES 

The  late  potato  crop  continued  to  deteriorate  during  October,  and 
as  of  November  1  the  crop  was  estimated  at  283,479,000  bushels  (excluding  the 
California  early  crop}  or  about  5  million  bushels  less  than  the  estimate  of 
a  month  earlier  and  about  16  million  bushels  less  than  the  1927-36  average 
for  the  late  crop.    Prospects  declined  slightly  both  in  the  eastern  and  central 
late  groups  of  States,  with  practically  no  change  in  the  far  western  group. 
Since  November  1  a  severe  freeze  occurred  in  Idaho  and  caused  considerable 
damage  to  a  relatively  small  portion  of  the  crop  in  that  area  which  had  not 
been  harvested. 
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The  decline  in  the  crop  prospect  together  with  improvement  in 
consumer  purchasing  power  has  resulted  in  slightly  advancing  market  prices 
in  recent  weeks.    Prices  in  Idaho  shipping  areas  have  advanced  sharply 
since  the  freeze  and  there  is  a  tendency  for  prices  to  strengthen  in  other 
areas. 

Car lot  shipments  of  potatoes  from  the  late  States  have  been  at  a 
relatively  low  rate  in  recent  weeks  and  indicate  that  the  rail  movement 
prior  to  January  1  will  total  only  about  60,000  cars  as  compared  with  76,000 
cars  to  the  same  date  last  season.    This  docs  not  mean  that  marketings  have 
been  retarded  but  that  ah  increasing  proportion  of  the  crop  is  being  shipped 
by  motor  truck.    Part  of  this  shift  this  season  is  due  to  the  distribution  of 
the  crop  and  part  to  a  long  time  upward  trend  in  the  motor-truck  movement. 


TRUCK  CROPS 

The  acreage  of  12  commercial  truck  crops  reported  for  the  fall  and 
winter  season  of  1938-39  shows  an  increase  of  3  percent  over  last  year  and 
7  percent  over  the  10-year  average,  1927-36.     Smaller  acreages  of  carrots, 
cauliflower ,  celery,  cucumbers,  kale,  and  tomatoes  are  more  than  offset  by 
larger  acreages  of  snap  beans,  eggplant,  lettuce,  and  peppers.    The  acreage 
of  fall  spinach  is  the  same  as  a  year  earlier  and  the  intended  acreage  of 
Bermuda  onions  is  1  percent  smaller  than  the  harvested  acreage  in  1938. 

Production  indications  point  to,  a  fall  crop  of  snap  beans  55  percent 
larger  than  last  fall,  an  increase  of  38  percent  in  the  product ic/  of  egg- 
plant, 27  percent  in  peppers,  9  percent  in  tomatoes  and  8  percent  in  cucumbers. 
Offsetting  these  increases  are  decreases  in  the  production  of  kale  of  46  per- 
cent, cauliflower  18  percent,  celery  14  percent,  spinach  10  percent  and 
carrots  6  percent.    By  and  large,  the  total  supply  of  all  vegetables  for  market 
this  fall  and  winter  is  expected  to  be  slightly  larger  than  a  year  earlier. 
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